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KEY ECONOMIC INDICATORS 


All values in million Cedis at current prices 
and at current exchange rate. (Since Feb. 7, 
1972, Cedi has been pegged at £1.00 = 

SDR 0.718421) 


= $0.98 (July 8,'67-Dec.26,'71) 

= $0.55 (Dec.27,'71-Feb.6,'72) 
$0.78 (Feb.7,'72-Feb.14,'73) 
$0.87 (Feb.15,'73-present) 


B c 
1972 1973 
Through date 
Indicated 


INCOME, PRODUCTION 

GNP at Current Prices 

Per Capita GNP, Current Prices 

Agricultural Production Index 
(1961-65=100) (USDA) 

Cocoa Production (1000 LT) (Crop 
year ending September) 

Gold Production (1000 Tr.0Oz.) (3/74) 

Diamond Production (1000 carats) (12/73) 

Manganese Production (1000 LT) (12/73) 

Bauxite Production (1000 LT) (12/73) 

Aluminum Production (1000 LT) (12/73) 


MONEY AND PRICES 
Money Supply (1/74) 
Public Debt Outstanding (6/30 each yr) 


External Debt 
Interest Rates (Commercial Prime), % 
Retail Price Indexes (1963=100) (12/73) 
Government Development Expenditure, FY 
Budget Deficit (-), FY 


BALANCE OF PAYMENTS AND TRADE 
Gold & Foreign Exchange Reserves, 


Net (6/73) (3) 18. 
Balance of Payments, Current Acct.(6/73) -202. 
Balance of Trade (12/73) +/- -65. 
Exports FOB (12/73) 337. 

U.S. Share in % (10/73) 33% 
Imports, CIF (12/73) 443. 


U.S. Share in % (10/73) 


C compared to same cumulative portion of B. 


% change 1971 to 1972. 


Excludes IMF position and balances in bilateral clearing accounts. 
1974 production through June was 75, same as for first six months of 1973. 


Estimate for FY 74: 144.1 
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SUMMARY 


Ghana has sustained its remarkable recovery in its balance of payments 
position, continuing its foreign trade surplus and preserving its replenished 
foreign exchange reserves, which amount to over a third of the annual import 
bill. Sharply higher prices of cocoa, Ghana's major export commodity, as 
well as better prices for gold and other minerals which Ghana produces led 
to a 29 percent growth in export earnings in 1973 over 1972. The healthy 
trade surplus achieved in 1973 will be difficult to repeat in 1974, however, 
because of the sharp increase in the cost of imported crude oil. Further- 
more, the present trade surplus is vulnerable insofar as world cocoa prices 
are notoriously unstable. The recent trade surplus is remarkable because 
in 1973 the real value of Ghana's production (discounted for price inflation) 
did not increase, and indeed actually declined in many sectors. 


Inflation continues to accelerate. It already exceeded 25 percent in 
1973. Internal price controls, butressed by government subsidies on some 
key consumer goods, could not contain pressure of higher costs for imports, 
and recently most subsidies have been withdrawn and most control prices 
revised upwards. The government budget continues to run in deficit, with 
growth recurrent expenditure -- primarily salaries -- difficult to restrain. 
The near-term outlook is for further acceleration in the rate of inflation. 


Further growth in the market for U.S. exports over the remainder of 
the year will be primarily in the traditional range -- raw materials (bulk 


agricultural commodities and industrial inputs), heavy equipment for the 
timber and mineral industries, and a wide variety of manufactured goods 
such as motors, pumps, airconditioning and refrigeration equipment, 
electrical and electronic gear, and materials handling equipment for local 
industry. Most major new capital expenditures which could generate new 
sectors of U.S. export sales are some time away and will be dependent on 
the arrangement of external financing. Such financing should, however, 
become more feasible given a recent provisional agreement between Ghana 
and Western creditor countries on rescheduling Ghana's medium-term foreign 
debt inherited in 1966 from the Nkrumah government. 


The investment climate has improved somewhat after the setback in 1972 
following the Ghana Government's takeover of majority ownership of various 
foreign-owned mineral and timber firms (none beneficially U.S.-owned). 
Although agreement on compensation has been reached in only one case, no 
further major participations by decree have occurred, and the Ghana 
Government has taken the initiative, particularly this year, in welcoming 
new foreign investment. Most notably, Ghana has recently signed a letter 
of intent with a consortium composed of Kaiser Aluminium and Chemical 
Corporation and a group of Japanese companies for a feasibility study of 
exploiting bauxite and building an alumina plant. This study is now getting 
under way. Also, according to a recent announcement, the Volta Aluminium 
Company (VALCO), wholly owned by Kaiser and by Reynolds Metals, plans to 
increase the capacity of its aluminum smelter at Tema by 25 percent. In 
the last few months there has been a quickening of foreign investor interest 
in other sectors as well. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Ghana's economy has been relatively buoyant during the past year 
because world prices of Ghana's export products, notably cocoa, have 
soared. By the same token, Ghana's positive trade balance is vulnerable 
to possible drops in the world price for cocoa, timber, gold and other 
commodities. 


Export Earnings Benefit from World Inflation 


Ghana's major foreign exchange earner, cocoa beans and intermediate 
cocoa products, is notoriously variable in both quantity and price. The 
main cocoa crop in 73/74 (September-April) was estimated at 338,000 long 
tons, down 16.5 percent from the 72/73 main crop and down 23.8 percent from 
the unusually large 71/72 main crop. (The minor mid-crop, currently in 
progress, is expected to be better than in 1973.) In spite of lower 
production, earnings from cocoa exports have swung upwards. New York spot 
prices for the first quarter of 1974 averaged 76 cents a pound and have 
recently hit over $1.00 a pound. This compares with an already high 
average of 64 cents in 1973, 32 cents in 1972, and 27 cents in 1971. The 
Ghana Government has a monopoly of cocoa sales and normally sells most of 


the crop forward on a futures basis. Thus even if cocoa prices should 
drop off from this year's historic highs, the benefit of these good prices 
should carry forward into 1975 earnings. 


Prices for timber, Ghana's second most important export, albeit a 
distant second, remain relatively high although off from unusually good 
1973 levels. In the first nine months of 1973 Ghana's ¢66 million earnings 
from log exports were up 53 percent from the same period in 1972, and 
earnings of £28 million from exports of sawn timber were up 43 percent over 
the comparable period. 


The runup in gold prices, which have remained high in 1974, meant 
that Ghana earned ¢52 million from gold exports in the first nine months 
of 1973, compared to earnings of ¢37 million in the same period in 1972, 
or an increase in 28.8 percent in income from approximately the same 
level of gold production. 


Overall Ghana earned 28.7 percent more from exports in 1973 than in 
1972 in spite of a generally lower volume of exports. However, it is not 
expected that a similar large increase in export earnings will occur in 
1974. Ghana will do well to maintain or slightly increase its export 
earnings over the near tern. 





But Ghana's Import Costs Now Escalating Faster 


It has been estimated that Ghana may have to spend over ¢100 million 
more for crude oil imports in 1974 than in 1973. This is more than half 
of Ghana's hard won trade surplus of 1973, and more than Ghana's total 
expected foreign aid receipts from all sources. A £100 million increase 
in crude oil costs would mean that much less available for other imports, 
including imports from the U.S. Admittedly, the problem is not so severe 
for Ghana as for some other countries, because most of Ghana's industry 
runs on hydroelectric power from the Akosombo Dam on the Volta River, 
which supplies about 95 percent of the country's total energy requirements. 
But there is bound to be chain-reaction type of internal inflationary kick 
from increased road transport and other local costs following a jump this 


year of 60 percent in the price of gasoline and 114 percent in the price 
of kerosene. 


Sharp price rises in other imported items, and actual shortages in 
the case of some items such as cement, iron reinforcing rods, steel pipe, 
and raw materials for the plastics industry, have made it difficult to 
estimate future import costs. The government has consequently moved 
cautiously approving expanded import levels or new projects which might make 
major demands on available foreign exchange. Meanwhile, foreign exchange 
reserves remain at a healthy level of more than four months of imports. 


The Ghana Government is keenly aware of the risk that Ghana's improved 
terms of trade could deteriorate quickly depending on the vagaries of world 
market conditions, and it has adopted a posture of prudent watchfullness. 
It is limiting the growth of imports beyond the ¢536 million record reached 
in 1973 by maintaining in full force the comprehensive import licensing 
and foreign exchange and allocation system which was reactivated in 1972. 
Last year the Ghana Government adopted an import levy of ten or twenty 
percent on many goods in order to damp growing demand for imports (as well 
as to raise additional revenue and finance an export bonus scheme, under 
which nontraditional exports earn a twenty percent local currency bonus). 
High liquidity in the local currency banking system contributes to the 
demand for imports. 


The Ghana Government has also exercized considerable restraint in 
approving major new projects which would involve heavy foreign exchange 
expenditures. It has also endeavored successfully to improve Ghana's 
credit standing in the international business and financial community 
by providing foreign exchange promptly for current imports, by working off 
further portions of Ghana's arrears on pre-1972 180-day trade bills, and 
by maintaining substantial foreign exchange reserves in U.S. and European 
banking institutions. 





Medium-Term Debt To Be Rescheduled 


Under a provisional agreement reached in Rome in March between the 
Ghana Government and the governments of Western creditor countries, Ghana's 
$250 million medium-term debt inherited in 1966 from the Nkrumah government 
and not yet repaid will be rescheduled on terms including, for most items, 
a grace period of ten years, repayment over the following eighteen years, 
and interest at 2 1/2 percent a year. Although Ghana will continue to pay 
on its medium-term debts to the U.S., without the above grace period, 
because the amount involved is minor, the multilateral agreement on 
rescheduling is important because it will remove a major concern about 
Ghana's willingness to honor financial commitments. Since February, 1972, 
Ghana had unilaterally suspended servicing most of the Nkrumah-era 
medium-term foreign debt, and export credits became difficult to obtain. 
The rescheduling agreement is expected to become effective shortly. 


Development Planning Effort Begins 


Determined to work Ghana out of its decade-long stagnation in terms 
of per capita economic growth, the government has set up a separate Ministry 
of Economic Planning with a high-powered staff of well qualified Ghanaian 
experts. A National Economic Planning Council, chaired by the Head of State 
and with representatives from key sectors of the nation, has also been 
established. The Council has been assigned the job of drawing up a five-year 
plan. 


Over the past decade real per capita Ghanaian GNP growth has been neutral 
or slightly negative. Such real economic growth as has occurred has been 
offset by the 2.9 percent population growth rate. Part of the task ahead 
for the new Ministry and new Planning Council will be to identify the 
constraints to more rapid economic growth, particularly in agriculture, and 
designate remedial action. Some of these actions will doubtless involve 
new investment projects. Others may involve policy changes, but it is too 
soon to judge yet whether these changes might be in the direction of greater 
reliance on market forces or towards greater central direction of the 
economy. The latter has been the tendency since 1972, at least until very 
recently when some relaxation has been evident. 


New Investments Planned 


U.S. private investment in Ghana already amounts to more than $200 million, 
and more is planned. Firestone Ghana Ltd., a successful joint venture with 
the Ghana Government, is expanding the capacity of its tire manufacturing 
plant. Kaiser Aluminum and Chemical Corporation has announced plans to expand 





the capacity of the VALCO aluminum smelter, which it owns jointly with 
Reynolds Metals, by 25 percent. The Ghana Government recently signed a 
letter of intent with a consortium called BASCOL, which includes Kaiser 

and ARDECO, a group of Japanese aluminum companies, under which BASCOL will 
make a feasibility study of exploiting bauxite deposits at Kibi and building 
an alumina plant using Kibi bauxite. A separate Japanese group headed by 

an official of Mitsubishi has visited Ghana and discussed the possibility 

of building another aluminum smelter. 


Exploratory offshore and onshore drilling for petroleum continues 
apace, although no new finds have been announced since a small marginal one 
was discovered several years ago off Saltpond. Intensive exploration 
of proven fields in the North Sea and Nigeria makesit difficult to get 
commitments for offshore drilling rigs. Most of the firms involved in 
the continuing exploration are American. 


A feasibility study of additional hydroelectric capacity is getting 
under way, with Canadian government grant financing. The maximum generating 
capacity at the existing Akosombo Dam is already in place, and further 
hydroelectric capacity to accommodate anticipated increases in demand over 
the coming years will have to come from new dams. 


The government has sought foreign investment to develop limestone 
deposits at Nauli to supply Ghana's growing cement industry, which now 
depends entirely on imported clinker. It has also encouraged the establishment 
of new brick and tile factories and plans to activate a concrete prefabricated 
panel factory originally furnished some years ago by the U.S.S.R. but never 
put into operation. In the field of agriculture the government has encouraged 
investment in expanded production, particularly of products of which Ghana 
imports significant amounts, notably sugar, rice, cotton, palm oil, tobacco, 
and livestock, as well as maize and sorghum. IDA credits have been obtained 
to finance the foreign exchange costs of rehabilitating two sugar estates 
and related mills, and also a livestock project. Plans to re-equip Ghana 
Airways with two long-range jet aircraft and to build a communications 
satellite ground station remain alive. However, possible financing from 
commercial sources, given present high world interests rates and international 
hard currency liquidity stringency, is not attractive at this stage. Indeed 
Ghana as a matter of stated policy has sought not to approve more than six 
percent interest, which is completely out of line with the prevailing prime 
commercial rate of twelve percent in the U.S., and more in the United Kingdon. 
If Ghana is to achieve large scale inflows of foreign capital beyond its 
export earnings it will have to rely primarily on private foreign investment 
for at least the near future, since concessional financing and foreign 
economic aid can do only a small part of the job. 





More Moderate Attitude Towards Foreign Investment 


It may be significant that the Ghana Government has applied its policy 
of encouraging increased Ghanaian participation in foreign-owned firms in 
Ghana with pragmatic moderation. This Ghanaianization policy, outlined 
in 1973 in a White Paper, prescribed the share of Ghanaian ownership 
which would be required in various fields. Nearly all foreign-owned firms 
in Ghana have seriously attempted to comply, but where progress has been 
slower than envisaged because of good reasons such as inability to find 
Ghanaian purchasers of shares, best efforts on a continuing basis have been 
accepted. With the exception of one timber firm no further Ghana Government 
majority participations have been taken in foreign firms. In the case of 
participations in mineral extraction companies and timber firms which 
occurred in 1972, negotiations have resulted in an agreed formula for 
compensation in one case where there was a minority U.S. interest in the 
parent overseas company. In the other participation cases agreement on 
compensation has not yet been reached. None of the participated companies 
had majority U.S. ownership. 


Perhaps more important, the Ghana Government in the last six months 
has indicated by the warm and businesslike reception which it has given 
prospective new foreign investors that it is prepared to negotiate and 
honor agreements for joint ventures which would be in the interest of both 
sides. Indeed, no companies which were originally established by agreement 


with the Ghana Government have been participated; all the participated firms 
predate Ghanaian independence. 


IMPLICATIONS FOR UNITED STATES BUSINESS 


During the next year, United States exports should be able to improve 
their share of the Ghana market, where the U.S. share is already significantly 
better than for the world as a whole or for Black Africa as a region. 


U.S. Becomes Largest Single Supplier for Ghana 


During the first ten months of 1973, the latest period for which Ghanaian 
data gives a breakdown by country of origin, the United States for the first 
time -- barely -- displaced the United Kingdom, the former colonial power, 
as Ghana's most important supplier. Imports from the U.S. were ¢71 million 
(CIF), or 16.6 percent of the total market, compared to ¢70 million from the 
UK, ¢51 million from West Germany, ¢32 million from Japan, ¢24 million 
from France, £15 million from the Netherlands, and ¢14 million from Nigeria 
(primarily crude oil). 





Major items where the U.S. scored during the first nine months of 1973, 
the latest period for which commodity detail is available, included the 
following agricultural products and low unit value products: wheat (¢€7.8 
million), rice (¢2.1 million), tobacco (¢1.8 million), cotton (¢8.3 million), 
used clothing (¢1.3 million, including imports via Togo), seeds (only ¢0.1 
million but 94 percent of a rapidly growing market), lubricating oils 
(¢2.8 million), petroleum coke and bitumen (¢2.4 million), and tallow 
(¢1.5 million, 100 percent of the market). 


Higher unit value U.S. exports during the first three quarters of 1973 
included organic chemicals (¢1.3 million, a close second to West Germany), 
alumina (¢11.3 million), miscellaneous inorganic chemicals (¢1.0 million), 
tires for tractors and earthmovers (only ¢0.3 million but more than one-half 
of market), and refractory materials (only ¢0.2 million but more than half 
of market). 


Manufactured equipment where the U.S. did well included harvesting and 
threshing equipment (0.5 million, but 74 percent of market), tractors over 
40 horsepower (€0.4 million), boring machinery (€2.2 million, 83 percent 
of market), excavating machinery (€0.5 million), air conditioners (¢0.8 
million), forklift trucks (€0.2 million), electrical switchgear (¢0.2 million), 


and zippers (¢€0.1 million, more than half of market). Pumps, valves, electronic 
communications equipment, and specialized gasoline engines also sold well. 


Ghanaian importers are extremely cost sensitive and will shift svurces 
of supply when it is worth their while. Particularly for bulk raw materials, 
where there is no trace of trademark loyalty among retail consumers to consider 
and no local investment in spare parts is required, countries of origin switch 
sharply. The Ghana Government also induces Ghanaian importers to shop for the 
best price. By requiring before-shipment certification by the General Superin- 
tendence Company, a private Swiss-based firm, as to price, quality, and quantity, 
the government is automatically alerted to prevailing best prices for the entire 
range of Ghana's imports. Because the U.S. inflation rate is lower than in 
Western Europe, Japan, and the U.K., U.S. suppliers should be able to quote 
highly competitive prices at least over the near term. Where relatively large 
orders are involved, U.S. exporters should be able to wean customers even for 
equipment from their traditional non-U.S. sources. 


Ghana has performed very well in meeting new trade bills since it abolished 
the 180-day system in 1972 and went on a current basis for providing foreign 
exchange cover for new transactions. The fact that Ghana is still working off 
old 1971 180-day trade bills should not in itself discourage U.S. exporters 
from new sales to Ghana on a spot irrevocable letter of credit basis. However, 
any extension of trade credits should be made with caution and only after a 
review of Ghana's then prevailing trade balance situation, since a worsening 
in Ghana's terms of trade could quickly lead to payments constraints. 





a major force in 
the economy 


The franchise method of distribution is 
a significant part of the nation’s market- 
ing system and sales are expected to 
reach $178 billion in 1974. The Con- 
sumer Goods and Services Division, 
Bureau of Domestic Commerce, has a 
continuing program which collects and 
publishes data on franchising by key 
business sectors. 


Franchising in the Economy, 1972-74 Franchise Opportunities Handbook 
(1974-542-653/126) at $1.25 each (September 1973) at $2.20 each 
Number of establishments [_] Data on 521 franchise operations 
Volume of sales Description of operations 


Employment in franchising Equity capital needed 
International operations Training provided 

Changes in ownership [-] Sources of franchising information 
Data by key business sectors [] Checklist for evaluating a franchise 


U.S. DEPARTMENT OF COMMERCE / Domestic and International Business Administration / Bureau of Domestic Commerce 


ORDER FORM — Please send me ___ copy(ies) of | enclose $ (check, money order, or Supt. of Documents 
C Franchising in the Economy, 1972-74 coupons) or charge to my Deposit Account No 


(Catalog No. C57.502:F84/972-74), at $1.25 each. | "**! Amount $ 


[_] Franchise Opportunities Handbook MAIL ORDER FORM 


(Catalog No. C57.16:973). Sept. 1973, at $2.20 each. WITH PAYMENT TO oo SPT. O88. 
To be mailed 


print) 


Name Superintendent of Documents 
U.S. Government Printing Office sater 
ee Washington, D.C. 20402 Refund 


or any U.S. Department of Coupon refund 
City State Zip code Commerce District Office Postage 


(please type or 


MAKE CHECK OR MONEY ORDER PAYABLE TO SUPERINTENDENT OF DOCUMENTS 
To Insure Prompt, Accurate Shipment, Place Correct Address on Mailing Label Below 


U.S. Government Printing Office 
Public Documents Department POSTAGE 
Washington, D.C. 20402 AND FEES PAID 
- Name = U.S. GOVERNMENT oan 
OFFICIAL BUSINESS PRINTING OFFICE 


RE FAI lctisscisiiasteceterivtessnicnschtiesnscsiaievesta teases idaeeilainibliiclaaiigiadiiaaes 375 


Return after 5 days Special Fourth Class Rate 
Oe ee Book 





MANUFACTURERS... 


MARKET SHARE REPORTS 


Shipments of manufactured products 
from the United States and the 13 
major competitive countries into 74 
leading markets. 

Latest computerized value data, 
1967-71. | 
Full product coverage of chemicals, 
machinery, transport equipment, 
omer manufactures. _ 


s Expansion of your international mar- 
ets for anufactured products, 


ORDER YOUR FREE MARKET SHARE REPORTS 
CATALOG... TODAY! 


Name. 


Address 
74 Country Reports 
$3 each 


1,109 Commodity Reports 
$3 for 1 to 5 reports 
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